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Chronology 

1875 First words transmitted by telephone. 

1876 First complete sentence transmitted by telephone. 

First conversation by overhead line, 2 miles—Boston to Cambridge. 

1880 30,872 Bell telephone stations in the United States. 

Conversation by overhead line, 45 miles—Boston to Providence. 

1881 Conversation by underground cable, mile. 

1884 Conversation by overhead line (hard-drawn copper), 235 miles—Boston to New 
York. 

1890 211,503 Bell telephone stations. 

1892 Conversation by overhead line, 900 miles—New York to Chicago. 

1900 676,733 Bell telephone stations owned and connected. 

1902 First conversation by long-distance underground cable, 10 miles—New York to 
Newark. 

1906 Conversation by underground cable, 90 miles—New York to Philadelphia. 

1910 5,142,692 telephone stations in Bell System. 

1911 Conversation by overhead line, 2,100 miles—New York to Denver. 

1913 Conversation by overhead line, 2,600 miles—New York to Salt Lake City. 
Conversation by underground cable, 455 miles—Boston to Washington. 

1915 First conversation by transcontinental line, 3,650 miles—Boston to San 
Francisco. 

Speech transmitted for the first time by radio telephone from Arlington, Va., 
across the continent to San Francisco, over the Pacific to the Hawaiian Islands, 
and across the Atlantic to Paris. 

1920 11,795,747 telephone stations in Bell System. 

1921 Conversation by deep sea cable, 115 miles—Key West, Fla., to Havana, Cuba. 
First conversation between Havana, Cuba, and Catalina Island by submarine 
cable, overhead and underground lines and radio telephone—distance 5,500 miles. 
Extension of Boston-Philadelphia cable to Pittsburgh—total distance 621 miles. 
President Harding’s inaugural address delivered by loud speaker to more than 
100,000 people. 

Armistice Day exercises at burial of unknown soldier delivered by means of 
Bell loud speaker and long lines to more than 150,000 people in Arlington, Va., 
New York and San Francisco. 

1922 Ship-to-shore conversation by wire and wireless between Bell telephones in 
homes and offices and the S. S. America 400 miles at sea in the Atlantic. 

1923 Successful demonstration of trans-oceanic radio telephony from a Bell telephone 
station in New York City to a group of scientists and journalists in New South- 
gate, England. 

First broadcasting of a presidential message to Congress, December 6. 

1924 15,000,101 telephone stations in Bell System. 
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Report of the Directors 
of 

American Telephone and Telegraph Company 

New York, March 3, 1924. 

To the Stockholders: 

Since the war there have been established new standards 
of wages and new standards of living. We must accept these 
standards as substantially normal now, as we accepted pre¬ 
war standards as normal then. 

The effect is a greater cost of plant, a greater expense of 
giving service, and yet, notwithstanding the necessarily higher 
charges for service, a greater demand for service. 

The direct beneficiaries of higher wages have become 
householders and applicants for telephone service. 

The habit of using the telephone steadily grows. There 
is no saturation anywhere. Our population increases about 
1,500,000 annually. All indications point, therefore, to an 
increasing rather than an abating demand for our service. 

For the information of many thousands of new stock¬ 
holders, it is incumbent upon us to devote some space in 
these reports to an explanation of the relations of the Com¬ 
pany to the nation-wide operating organization which we 
call “The Bell Telephone System” and to such other ex¬ 
planations as are necessary to inform them of the sources of 
revenue of the Company, the purposes for which it makes 
expenditures and the general policies and programmes which 
actuate it. 

Technically, stockholders are not partners, but, practically, 
they may think of themselves as partners in ownership and 
profits and should have a partner’s knowledge of the general 
policies and aims of their company, and a partner’s pride in 
accomplishment to the extent that the company is successful 
in carrying out its programmes. 

Since the beginning of telephone service forty-six years 
ago, the purpose has been to create and maintain a service 
available in any part of the country to furnish telephone com- 
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munication with any other part of the country. The Bell 
Telephone System embraces all of the agencies through which 
that is accomplished. 

It consists of: 

1st. Your Company, which owns and operates the 
National System of long-distance telephone lines. 

2nd. The Associated Telephone Companies, in which 
your Company is a stockholder, owning directly or indirectly 
all of the common stock of 14 companies, a majority in nine 
companies, and a minority in two companies, The Southern 
New England Telephone Company and The Cincinnati and 
Suburban Bell Telephone Company. 

These Associated Companies operate the local service and 
the local telephone lines in communities served by 10,400,000 
stations. 

3rd. The Connecting Companies, which are locally 
owned and operate 4,600,000 stations. 

4th. The Western Electric Company, Incorporated, the 
manufacturing and supply organization of the Bell System; in 
this corporation your Company is a stockholder to the extent 
of over 98 per cent of the common stock. 

Your Company is a minority stockholder in The Bell 
Telephone Company of Canada and connects with its lines 
and stations. 

It owns 50 per cent of the stock of the company which 
owns and operates the telephone cables between Florida and 
the Island of Cuba. 

It owns all of the stock of the Bell Telephone Securities 
Company which was organized to facilitate a wide-spread 
investment in the stock and securities of your Company 
and its Associated Companies, particularly by giving aid and 
information to intending investors. 

Your Company is, therefore, to some extent an operating 
company and to a greater extent a company owning securi¬ 
ties of operating companies, owning 91 per cent of the voting 
stock of the companies which own and operate about 70 per 
cent of the telephone stations in this country. 

With the exception of its interest in The Bell Telephone 
Company of Canada and in the Florida-Cuba telephone cables, 
and its indirect interest in the sales of the Western Electric 
Company’s foreign subsidiaries, your Company has no direct 
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or indirect financial interests abroad. It lias been and is the 
Company’s policy to concentrate its efforts and resources upon 
the development and perfection of telephone service in this 
country, including connections with foreign services as im¬ 
provement in the art may make such connections available; 
but that policy has not contemplated making them available 
by investment abroad or by any other programme which would 
withdraw any of our resources either in men or money from 
this country. We maintain the most friendly relations with 
those abroad who are responsible for the operation of tele¬ 
phone services in order that the general progress of the art of 
telephony may be promoted. 

Your Company’s principal relation to the country’s tele¬ 
phone service is as the headquarters organization of the Bell 
Telephone System. By contracts it is charged with the per¬ 
formance of certain services which have grown in effect into 
the development of a single policy and programme for the As¬ 
sociated Companies, and which include furnishing and main¬ 
taining telephone instruments, providing interconnection 
between regional operating companies by long-distance lines, 
temporary financing and aid in permanent financing, develop¬ 
ment of the art, patent protection, standardization of methods 
and materials, and other services which can be more economic¬ 
ally and efficiently carried on by one agency for all than by 
each individually. 

By virtue of stock ownership and contracts and the rela¬ 
tions which grow out of them, the Bell System operates prac¬ 
tically as a single organization offering telephone service to the 
people of this country without limitation of distance or 
property ownership. By its leadership in the art of teleph¬ 
ony all that science and invention have made possible is 
available for use throughout the Bell System. 

The Associated Companies make continuously such addi¬ 
tions to their plant as are necessary to enable them to extend 
the service to new patrons. 

These additions are mainly financed by temporary borrow¬ 
ings from this Company, and these borrowings are liquidated 
later when permanent financing by the issue of either stock 
or bonds puts the borrower in funds. 

The earnings of this Company come mainly from dividends, 
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interest on funds advanced to the operating companies, in¬ 
terest on temporary investments, payments by the Associ¬ 
ated Companies for services and use of telephone instruments, 
and revenues from the operations of its long-distance lines. 

The expenses include the expenses of the operating organi¬ 
zation, the maintenance of telephones and very large expen¬ 
ditures for maintenance of services, it being part of the Com¬ 
pany’s policy, as well as an obligation to the Associated 
Companies, to maintain a continuous programme of develop¬ 
ment and research in order not only to advance the progress 
of science applicable to the art of telephony but also to apply 
all science, as it develops, to that art, as it may serve to reduce 
the costs and to widen or improve the telephone service. 
Similarly, in all departments of administration and operation 
it is our function to recommend to the Associated Companies 
not only such policies, acts and practices as may serve to 
enable them to meet the demand for service as it is but also 
to improve it and broaden its scope. 

The improvement in the quality of the service and its 
wider range, the fact that its value is greatly in excess of the 
charges made for it, the movement and increase of popula¬ 
tion and the higher standard of living, have all combined to 
create a demand for service which has taxed all available 
resources in men and material. 

The higher standard of living, particularly in better 
housing, as manifested by great activity in building apart¬ 
ment houses within the cities, and one and two family houses 
on the outskirts, has been the principal cause of that portion 
of the demand which has been and is most difficult to meet. 

During the year, the expectations with reference to meet¬ 
ing applications for telephones have been more than realized 
but the number of new applications received shows no abate¬ 
ment. 

We consider it of the highest importance that the ideals, 
policies, practices and financial results of the operations of 
the Bell Telephone System should be known and understood 
by the public it serves. Besides the usual methods of obtain¬ 
ing publicity as to these matters, we have had the benefits of 
the cooperation of the employees in their daily contacts with 
telephone users and to that assistance we credit no small part 
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of the increasing confidence in the good faith of the System to 
the public. 

During the year, decisions have been rendered in the 
majority of the few cases in which our Associated Companies 
have been obliged to appeal to the courts for relief from 
decisions of rate regulatory bodies. Principles involved in 
rate-making, for which our companies contended, have been 
upheld by decisions of the Federal Courts, including two 
decisions of the United States Supreme Court, and by Supreme 
Courts of four states. 

No decision unfavorably affecting these principles has 
been rendered. 

In operating and financial results, 1923 has not differed 
widely from 1922 and previous years. Progress has been 
made generally and in some phases markedly. Most im¬ 
portant, is the progress which has been shown in the better 
understanding by the public that it has a vital interest in the 
soundness of the financial status of the companies in the Bell 
System, and in the adequacy of their revenue to provide for 
good operation and a return which will ensure the credit 
necessary for such extensions as are essential to meet its 
demand for service. 

Since 1916 the higher level of w’ages has affected the cost 
of plant and the cost of giving service. We have met this 
increased cost so far as possible by the development of new 
methods for economy and efficiency and only partly by in¬ 
creased charges for telephone service. By virtue of the 
development of these new methods, w r e have been able to 
keep the increase in charges far below the increase in the other 
items which contribute to the general increase in cost of 
living and carrying on business. 

There are still, however, sections of the country and not¬ 
ably some of the larger cities, in which the charges for service 
are inadequate to pay a fair return on the investment and 
where the demand for service is very large. Where such 
situations exist or arise, our Associated Companies in those 
sections or localities will take steps to correct them and 
it is expected that with those increases in revenue to offset 
increase in operating and plant cost, no general increase over 
the present rate levels will have to be undertaken in 1924. 

Either as ow'ners of the stock of this Company or of the 
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preferred stock of Associated Companies, the number of 
those financially interested in the Bell System (excluding 
bondholders) has increased by about 55,000 during the year. 
There were at the end of the year 281,149 holders of stock in 
your Company, about 89,400 holders of preferred stock in 
Associated Companies and 19,600 holders of common stock 
in Associated Companies. 

In this report will be included, as has been customary, 
a consolidated balance sheet and income statement of this 
Company and the associated operating companies of the Bell 
Telephone System, eliminating inter-company duplications, 
in order that our stockholders may see the relation of the 
results of operations to investment for the Bell System as a 
whole, as well as the similar statements of this Company 
which are shown separately. 

Financial 

The authorized capital stock of your Company was in¬ 
creased in March, 1923, from $750,000,000 to $1,000,000,000. 
The increased authorization will provide for commitments 
under the Employees’ Stock Plan of May 1, 1921, in respect 
of subscriptions now being paid on an installment basis by 
employees of Bell System companies, for the conversion of 
convertible bonds, and for a margin in respect of the issue of 
capital stock in the future when it shall be found desirable 
to use this means of financing extensions of the business. 
At the end of 1923, capital stock of the Company issued and 
outstanding was $735,519,200. 

On November 1, 1923, your Company sold $100,000,000 
of Twenty-Year Sinking Fund 5H Per Cent Gold Debenture 
Bonds. The proceeds of these debentures are being used 
to retire the $40,(XX),000 five-year 6 per cent notes due 
February 1, 1924, and to provide the Bell Telephone System 
with funds for additions and betterments and for other 
revenue-producing capital expenditures. This is the first 
issue of long-term obligations made by your Company since 
1916, and in effect, replaces $90,000,000 of short-term 6 per 
cent notes (including $50,000,000 of three-year notes retired 
in 1922), thereby effecting a saving of $450,000 annually 
in interest charges. 

Since the end of 1920, the relation between funded debt 
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and capital stock of your Company which has always been 
maintained on a sound basis has been materially strengthened. 
On December 31, 1920, the funded debt aggregated $317,- 
429,000, or 42 per cent of the total capital obligations, while 
capital stock aggregated $442,825,400. With the issuance 
of the debentures of November 1, 1923, and giving effect 
to the retirement of $40,000,000 six per cent notes, due Feb¬ 
ruary 1, 1924, the funded debt will aggregate approximately 
$279,000,000, or less than 28 per cent of total capital obliga¬ 
tions, with capital stock (including installments) outstanding 
in the amount of about $753,500,000. As compared with 
capital obligations outstanding on December 31, 1920, funded 
debt will have decreased $38,000,000, whereas capital stock 
has increased $311,000,000. 

The net assets of the Company conservatively stated 
as of December 31, 1923—after deducting current liabilities— 
were $1,274,239,000, and these exceeded by $211,000,000 
the total capital obligations—stock and debt—outstanding. 

Not including its equity in the undivided profits of its 
Associated Companies—of whose voting stock your Company 
owns over 90 per cent—your Company in 1923 earned 11.35 
per cent on its average outstanding capital stock, compared 
with 11.14 per cent for 1922. 


NET EARNINGS PER SHARE OF 
A.T.&T. STOCK AVAILABLE FOR DIVIDENDS 
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The chart on page 11 presents in graphic form the net earn¬ 
ings per share available for dividends for each year since 1900. 

There are few, if any, important stocks which have greater 
stability as to earnings than the stock of your Company, and 
its market stability may be compared with high grade bonds 
of railroad and industrial companies rather than with stocks. 

On December 31, 1923, the Bell Telephone System, i.e., 
your Company and its twenty-five associated operating 
companies, had an investment in plant and equipment, 
including construction work in progress, the book cost of 
which was $2,013,000,000. However, the true value of this 
investment is much greater than its book cost, as has been 
shown by the results of numerous valuation findings by state 
commissions and courts. Including working capital and other 
assets with plant and equipment, and deducting current 
liabilities, the book cost of the net assets used in the business 
and devoted to earning interest and dividends on the outstand¬ 
ing securities of the Bell System amounts to approximately 
$2,287,000,(XX), or more than 139 per cent of the aggregate 
amount of securities on which interest and dividends must be 
earned and paid. 

- It has been the constant aim of the management to 
establish for the Bell System a sound and conservative 
financial structure so that service may be furnished at as 
low a cost as is consistent with the maintenance of a high 
grade of service. The uniform practice throughout the 
entire history of the Bell System has been to retain in the 
business each year a portion of the net income, rather than 
to distribute the entire amount in dividends. By this prac¬ 
tice, together with the sale of its securities at a price in excess 
of par, a Surplus has been created which adds materially 
to the financial strength back of the securities outstanding. 

This strength is reflected by the fact that dividends have 
been earned with a margin, although the average rate of earn¬ 
ings on the book cost of the property of the Associated Com¬ 
panies during 1923 was only 5.4 per cent. 

The steady and continued growth of the assets of the Bell 
System and their composition are shown by the chart appearing 
on page 14. The uniformity of growth shown by this chart 
gives evidence of the well-balanced yearly construction 
programmes which have governed this development through- 
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out all sections of the United States in answer to the gradually 
increasing dependence on the telephone as an indispensable 
necessity in the home and in the conduct of business. The 
two superimposed broken lines show the mortgage debt 
and total funded debt in comparison with plant and equip¬ 
ment and total assets. On December 31, 1923, the mort¬ 
gage debt was but slightly in excess of $442,000,000 after 
including debenture bonds of associated companies now 
secured by mortgages, and total funded debt was about 
$752,700,000, while net assets, after deducting current liabil¬ 
ities, were approximately $2,287,000,000, or, stated in terms 
of the percentage relationship, mortgage debt was 19 per 
cent and total funded debt was but 33 per cent of the net assets 
of the Bell System. This relationship of debt obligations 
to net assets has not been materially different throughout 
the twelve-year period shown on the chart. 

The major items of new financing and the changes in 
the several classes of capital obligations during the year 
1923 are described on page 34 of this report. 

Nearly 85 per cent of the assets of the Bell System are 
comprised of telephone plant and equipment, and, while re¬ 
pairs are made currently to maintain this property in an 
efficient operating condition, practically the entire plant • 
and equipment comprising these assets is ultimately retired 
by reason of causes such as wear and tear, exposure to the 
elements, obsolescence, inadequacy, public requirements, or 
storms and other casualties. Depreciable property devoted 
to the telephone business is thus used up in the rendering 
of telephone service, and its cost (less any salvage recovered) 
is a part of the cost to the companies of furnishing that 
service which must be recovered during the service life of 
the property. For the purpose of meeting this expense, 
it is the policy of Bell System companies, long ago estab¬ 
lished, to make proper and adequate uniform charges therefor 
month by month against current earnings. These charges 
against earnings to cover depreciation expense are concur¬ 
rently credited to the balance sheet liability account “Reserve 
for Accrued Depreciation,” and this latter account is in 
turn charged for the loss realized v'hen and as plant is retired 
fr*m service. 
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The result of this treatment is that the operating expense 
accounts, during the service life of the plant and equipment, 
are charged currently with the cost of property used up in 
rendering service, and the balance sheet reserve account to 
which the monthly depreciation accruals are credited reflects 
the fact that proper provision has been made against the 
ultimate retirement at cost of the property when it is taken 
out of service. This practice—the so-called “straight line 
method of accounting for the expense of depreciation— 
conforms to the accounting rules for telephone companies 
prescribed by the Interstate Commerce Commission, ef¬ 
fective January 1, 1913, and now in effect. The monies 
retained in the business by reason of these charges to expense 
foi the accruing depreciation are used in necessary replace¬ 
ments, extensions and betterments to the property. 

The Interstate Commerce Commission has since 1910 
had authority, under the provisions of the Interstate Com¬ 
merce Act, to prescribe accounting regulations for telephone 
companies under its jurisdiction, and by an amendment dated 
February 28, 1920, to this Act, the Commission is further 
directed to prescribe specifically (1) the classes of property 
for which depreciation charges may properly be included 
under operating expenses, and (2) the percentages of de- 
preciation which shall be charged with respect to each of 
such classes of property. For the purpose of carrying out 
this latter provision of the law, the Commission has now 
under way an investigation, started in 1921, of the deprecia¬ 
tion practices of telephone companies and other classes of 
companies subject to its jurisdiction. In connection with 
this investigation, Bell System companies have submitted 
to the Commission a full statement of their present prac¬ 
tices in respect to depreciation. In this statement, and at 
a hearing held in May, 1923, these companies have ad¬ 
vocated a depreciation accounting procedure following closely 
their present practice. The continuation by Bell System 
companies of a sound policy in this matter similar to that 
now' followed will insure proper provision currently for re¬ 
covering the expense of property used up in rendering service, 
and will promote the financial stability of the business which is 
essential if new capital is to be obtained at reasonable costs 
to meet the continued and increased demand for service. 
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Bell Telephone Securities Company 

The activities of the Bell Telephone Securities Company 
during 1923, as heretofore, were directed principally to the 
dissemination of information about Bell System securities 
and the giving of assistance to those especially who wished 
to purchase stock of the American Telephone and Telegraph 
Company. They were carried on mainly directly through 
cooperation with the Associated Companies of the Bell Sys¬ 
tem in 35 states and the District of Columbia; but through 
correspondence and pamphlets they reached every state in 
the Union. The Securities Company distributed to financial 
institutions and to the public nearly 900,000 pamphlets, such as 
“Bell Telephone Securities” manual, “Some Financial Facts,” 
“Others’ Opinions,” and “Stock of the American Telephone 
and Telegraph Company;” and it is estimated that there 
were over a million conferences about the stock of the Amer¬ 
ican Company betw*een telephone customers and employees 
of the Associated Companies. As a rule these conferences 
were with individuals of modest or small means, many of 
whom apparently are relatively unacquainted with invest¬ 
ments, know r little about how to make investments, and have 
limited banking connections. 

In the first part of 1923 and in the preceding year it became 
apparent that there were many small investors throughout 
the country w r ho are not normally reached by established 
investment agencies who would become interested in Bell 
System securities if they could effect their purchases directly 
through the machinery of the System. As a result, a plan 
was devised to this end under which applications for the 
purchase of stock are received by employees of the Asso¬ 
ciated Companies either for single cash payments or for 
monthly payments of $10 a share. The number of shares 
applied for in this way daily is communicated by an officer 
of each of the Associated Companies involved directly to the 
Securities Company in New York, which arranges for the 
purchase of the stock in the market through investment 
houses. 

The results of these activities furnish additional interest¬ 
ing confirmation of the view that there are great numbers 
of people w r ith small incomes in this country w'ho save and 







who wish to invest in safe securities. They also suggest 
that the people of small means who do not form the normal 
constituency of investment agencies can be reached by such 
machinery as that of the Bell System and can be built up 
into a body of permanent investors. The desirability of 
such an outcome from every point of view needs no comment. 

The Securities Company actively interested itself in 
promoting a fuller knowledge on the part of investors through¬ 
out the country concerning bonds of the Bell System and 
cooperated with a number of agencies and institutions with 
a view to secure more modern laws governing investments 
for savings. 

Rate Regulation 

In the last annual report, we referred to the effort the 
Associated Companies had made during the year to bring the 
rates up to the point demanded by the prevailing high costs of 
labor and materials. We were able to report satisfactory 
progress at that time. During the past year, this work has 
been continued in states where rates were still below the 
minimum reasonable level, in the conviction that the telephone 
service must be made self-sustaining in each state. In no 
other way, in the long run, can justice be done to the whole 
body of patrons and to the companies, and the credit of the 
companies maintained at a point that will make the business 
attractive to investors and enable the companies to secure 
on reasonable terms the large amounts of new capital for plant 
to meet the increasing demands for their service. 

The results for the year have again been satisfactory. 
Some new rate litigation has been unavoidable. In all cases 
that have come to final decision in the courts during the year, 
our companies have been successful. In one case, a prelimi¬ 
nary decision rendered by the courts has been adverse, but 
it was solely upon preliminary technical questions of law, in 
no way touching the fairness or legality of the rates pro¬ 
posed by the company. 

The Bell System has consistently advocated and sup¬ 
ported the public regulation of public utilities. Our attitude 
remains unchanged. We have not hesitated to criticise 
but our criticisms have been constructive and never hostile. 
We have called attention to the magnitude of the matters 
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intrusted to the state commissions and to the importance of 
having men of character and ability in these positions, and 
to that end have advocated larger salaries and longer tenure 
than now generally obtain, and that these positions should 
not be made a football of politics. We believe that condi¬ 
tions in these respects have improved and that there is room 
for further improvement. 

Many of our annual reports have discussed fundamental 
legal and economic principles of rate regulation, pointing out 
the distinction between regulation and management, and that 
the former is the sole proper function of the commissions, 
while the latter belongs exclusively to the companies; calling 
attention to the difference between rates that are merely 
non-confiscatory and rates that are reasonable; and showing 
that the real interests of the companies and the public are not 
adverse but are the same in the long run. 

The fact that our operating companies have found it 
necessary to appeal from the commissions to the courts in a 
small minority of cases should not be taken to indicate any 
change in our attitude or policy in these matters. Many 
questions involved in rate cases are difficult. Most of the 
differences between the commissions and the companies are 
found, upon analysis, to turn upon questions of law, and it is 
to the courts that both sides must look for a statement of 
what the law is. The final decisions of the courts declaring 
and clarifying the applicable principles of law are binding 
upon both sides, mark out the true course to be followed, and 
are constantly narrowing the disputed area. Litigation 
undertaken in this spirit, and decisions of the courts accepted 
in the same spirit, serve a good public purpose and in the end 
should simplify rate cases before commissions, put them on 
a fair business basis, and eliminate the enormous waste now 
incurred in elaborate and protracted inventories and ap¬ 
praisals, valuations, etc. A rate investigation by a regula¬ 
tory commission is not and should not be regarded as a law¬ 
suit. Litigation should not be resorted to where it can 
reasonably be avoided. When it does become necessary, 
its more important aspect is not the determination of the 
instant case, but is the settlement of fundamental principles, 
which, when settled by the courts in one case, eliminate those 
points of dispute from future cases. Tn this aspect, the 
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cases make for progress and economy and the success of 
commission regulation, results which we believe the com¬ 
missions, the companies and the public equally desire. 

WIRELESS 

Point-to-Point Communication 

In 1920 radio telephone communication was established 
from Catalina Island about 30 miles out in the Pacific Ocean 
to the mainland near Los Angeles, connecting at that point 
with the local and long-distance wires of the Bell System 
extending throughout the Lnited States. 

As stated in the 1920 annual report, “a cable would 
carry the traffic from the island to the shore more econom¬ 
ically and satisfactorily, but owing to conditions growing out 
of the war, it was impossible to have the cable manufactured 
as soon as required, so that the radio telephone was installed.” 

Our experience with radio communication, including the 
practical operation of the Catalina Island installation, still 
further emphasizes what has been pointed out in previous 
reports: that the practical field for radio telephony lies in 
general in those situations where it is impracticable to employ 
wire; and during the latter part of 1923 submarine cable was 
put into service between Catalina Island and the mainland, 
superseding the radio installation. This provided increased 
facilities at lower cost and released wave lengths which the 
Federal authorities had requested be released for broadcasting 
purposes. 

Broadcasting 

Radio telephone broadcasting has been receiving our 
careful study and consideration and we have actively par¬ 
ticipated in conferences with governmental and other agencies 
interested in this subject. The Western Electric Company 
has sold some 40 broadcasting stations which have been 
erected throughout the United States and we have licensed a 
number of other stations to operate under our patents. 

In order that we might keep in intimate touch with the 
practical development of radio broadcasting and furnish 
advice to our Associated Companies with respect thereto, we 
have been operating a broadcasting station in New York City 
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since November, 1922. In connection with the operation of 
this station, we have offered the use of its facilities on a toll 
basis to those who desire to broadcast, subject to reasonable 
rules and regulations. While the operation of this station is 
still on an experimental basis, experience to date indicates 
that there is a demand, on the part of those who desire to 
broadcast, for a service of this character on a high plane. 

Among the outstanding events of the year was the broad¬ 
casting of addresses by the late President Harding and by 
President Coolidge. Addresses by President Harding on his 
trip to Alaska during the summer of 1923, delivered at St. 
Louis and Kansas City, were broadcast through a local 
broadcasting station and, in addition, each address was 
broadcast from stations located in New York, Providence 
and Washington. The message of President Coolidge, de¬ 
livered in person to the 68th Congress on December 6, 1923, 
was broadcast through six stations located at Washington, 
New York, Providence, St. Louis, Kansas City and Dallas. 

The broadcasting stations used were connected by our 
long-distance lines to the point where the address was de¬ 
livered, thus enabling the Chief Executive for the first time 
to address in person millions of citizens within the range of 
these broadcasting stations, which cover two-thirds of the 
United States in area and four-fifths in population. During 
no time in the history of the world has the voice of an indi¬ 
vidual been heard by such vast audiences as on these oc¬ 
casions: 


Development and Research 

In our previous reports, attention has been called to the 
work in making fundamental improvements in transmission 
and switching systems and in apparatus and materials, and 
to the care and study which have been devoted to improve¬ 
ments in the thousands of diversified parts which are required 
for the effective and economical operation of the Bell System. 
This branch of the work has been continued with increasing 
activity during the year, and has resulted in numerous im¬ 
provements of great value to the service. 

To meet the changing trends in the costs of material and 
the increased cost of labor, intensive work has been carried 
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out in the modification and improvement of the designs of 
apparatus, in the development of more effective and economical 
methods, and in the judicious substitution of new or different 
materials, so as to maintain our specifications for material 
and apparatus at the most effective and economical standard. 
The carrying out of this work requires far more than making 
verbal modifications in the language of specifications or reduc¬ 
ing the amount of material by arbitrary alterations in dimen¬ 
sions or quality. All of our specifications in the last analysis 
are based upon economic considerations and considerations 
of service. Relative costs of material and different grades of 
the same material are constantly changing—at times more 
rapidly than at others, and when the market price of some 
of those which have been specified becomes excessive, other 
materials or grades of materials or other methods become 
more economical, if technically satisfactory. Changing from 
one material or one grade of material to another, or from one 
method to another, usually involves experimentation and 
development work, and often requires new inventions. Fre¬ 
quently it is found that even a very small change from one 
dimension to another, as in the case of the thickness of a 
cable sheath or the thickness of the insulation of a wire, can 
be safely made only after careful research, experimentation 
and preliminary practical trials, sometimes on an extended 
scale. It is always possible to reduce first costs at a sacrifice 
of service or by incurring increased operating costs. The 
solution of our problems requires that we make these reduc¬ 
tions without such sacrifices. This has been a guiding prin¬ 
ciple in our work, and the results have been of great import¬ 
ance to the public. 

Experiments have been continued on transatlantic radio 
telephony, following the successful tests which were noted 
in the last report. Since that time, with even better results 
speech has been transmitted to England during test periods 
at weekly intervals throughout the year. Measurements 
indicate that, under most favorable conditions, a small 
amount of power such as is used in an amateur set will transmit 
speech so as to be heard sporadically in England. Atmos¬ 
pheric conditions, however, often change so greatly within 
only a few hours that ten thousand times as much power 
w r ould not give audible speech. Engineers are actively 
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engaged on the difficult problems presented by this extreme 
variability of radio telephone transmission over such distances. 
Much more scientific Investigation and development work must 
yet be done before definite statements can be made concerning 
the prospects of dependable, day-by-day transoceanic tele¬ 
phone service. 

In a previous report it was stated that our engineers 
had devised a method whereby privacy hi radio transmission 
could be obtained. This method was applied to the radio 
system in operation between Catalina Island and the main¬ 
land, and operated satisfactorily in commercial service. 

In the general field of radio, work has been actively prose¬ 
cuted during the year, with a view to the development of 
this branch of the art for use in those situations in which, with 
due regard to its possibilities and to its limitations, radio 
transmission may be employed. 

Operation 

During the past year the volume of telephone traffic, both 
local and toll, which the System was called upon to handle 
has shown a substantial increase over preceding years, and 
as to both the accuracy and the speed of making these con¬ 
nections, for the country as a whole, the high standards of 
1922 were fully maintained, and in the case of toll service 
somewhat improved. 

A well maintained plant is essential to good service. 
The maintenance or upkeep of the plant has been of a high 
grade and up to or above all former standards. The trans¬ 
mission over the lines, that is the loudness and clearness of 
speech, has been continued at a high grade. 

The personnel of the System is producing satisfactory 
results and the morale Is good. 

During the year there have been installed a total of 
2,160,(XX) telephone stat ions, and 1,389,000 telephone stations 
have been disconnected. The net gain in telephones for 
the year was 891,342. This has meant a construction pro¬ 
gramme much larger than in any preceding year. While 
this programme, unprecedented in magnitude, has resulted 
in some reduction in the number of telephone orders awaiting 
installation, a still larger programme is planned for 1924 with 
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a view not only of taking care of the continued large growth 
in telephones, but of making very substantial further im¬ 
provements in those situations in which stations cannot now 
be promptly installed. 

In 1915 connection was established between the Atlantic 
and Pacific Coasts of the country through the opening of the 
transcontinental telephone line whose western terminus was 
at San Francisco. This line, working with lines extending 
north and south along the Pacific Coast, established con¬ 
nection with all points on the west coast. To take care of 
the continuous increase in this business, a second line was 
constructed during 1923 and placed in service along the route 
through Pueblo, El Paso and thence to Los Angeles, so that 
at the present time there are two complete transcontinental 
telephone routes providing not only capacity for the con¬ 
stantly growing telephone business but insurance against com¬ 
plete interruption from severe storm damage. 

The programme of extending toll cable to the west has 
been continued and the cable at the end of the year is com¬ 
pleted from the principal points on the Atlantic seaboard 
to Cleveland, and will be extended to Chicago within the 
next two years. 

Theodore N. Vail Memorial Fund 

As stated in previous reports, the income from the Theodore 
N. Vail Memorial Fund is used to provide medals to be awarded 
from time to time to employees of the Bell System in recogni¬ 
tion of unusual acts of service which conspicuously illustrate 
the high ideals which governed the policy of Mr. Vail as to 
public service. 

HIGHEST AWARDS FOR 1922 

To Harold Cromwell Daggett 
Combinationman, Cheyenne, Wyoming 
Gold Medal and Five Hundred Dollars 

Citation 

For extraordinary loyalty to the public service under conditions of extreme 
hardship and grave danger. 

On November 7, 1922, the day of the state elections, he volunteered 
to repair storm damage to the Transcontinental Telephone Line west 
of Cheyenne, Wyoming, caused by a severe blizzard, which was still 
raging. Through an unfamiliar, wild and sparsely settled section he 
proceeded alone, frequently climbing poles to repair breaks in the wires, 
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until he had covered twenty-seven miles. Advised of breaks farther on, 
he insisted on repairing them, though he had been without food or rest 
for thirteen hours. He then struggled three miles through the darkness 
seeking shelter, reaching a deserted bunk-house about midnight, only 
to find it locked. He fell exhausted at the door, where he was later found 
and rescued by a fellow-employee. 


To Earl Jay Taylor 
Section Patrolman, Cheyenne, Wyoming 
Gold Medal and Five Hundred Dollars 
Citation 

For exceptional courage in rescuing a fellow-employee, under conditions 
of extreme hardship and grave danger. 

During a severe blizzard on November 7, 1922, he learned that a fellow- 
employee, who had been repairing storm damage on the Transcontinental 
Telephone Line all day, was in grave danger of becoming lost among the 
mountain drifts and overcome by exhaustion and exposure. Although he 
himself had been out in the storm since early morning, he set out, at nine 
o clock at night, to locate the missing man. After fighting his way through 
the blizzard for hours, he finally found and rescued his fellow-employee, 
who had fallen exhausted at the locked door of a deserted bunk-house. 

The physical obstacles which each of these men over¬ 
came, the hardships they experienced, the risks they took, 
their mutual success in restoring transcontinental service, 
afford a striking example of the individual initiative and 
resourcefulness and the high degree of group teamwork 
involved in good telephone work. 

In addition to the two gold medals, there were awarded 
seven silver medals and one hundred and six bronze medals 
for especially meritorious acts of service which occurred in 
many places and in various activities connected with the 
telephone service. 

Employees’ Benefit Fund 

The Plan for Employees’ Pensions, Disability Benefits 
and Death Benefits has continued in effect throughout the 
Bell System during the year, thus completing the eleventh 
year of its operation. 

Pensions 

There were 647 employees on the pension rolls on Decem¬ 
ber 31, 1923, a net increase of 84 during the year. The 
average pension is $50 per month. 
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Sickness 

The number of cases of sickness which occurred during 
1923 among employees eligible to benefits under the Plan 
was 37,478, an increase of 5,293 cases over 1922. This 
increase was a result of, first, a substantial increase in the 
number of employees eligible to sickness disability benefits 
during the year and, secondly, an epidemic of a mild form of 
influenza which appeared generally throughout the country 
during the first three months of 1923. The aggregate benefits 
paid for sickness disability during 1923 were $3,152,747 and 
the average period of disability for completed cases was 35 
days. 

Accidents 

The number of accidents per 1,000 employees involving 
disability of one day or more was decreased by more than 
23 per cent during 1923. During the past few years there 
has been a steady decrease in the frequency of such accidents 
in relation to the number of employees. This desirable 
trend has been brought about by enlisting the interest of 
the employees in accident prevention as well as by the con¬ 
tinued study and improvement of tools, apparatus and 
methods. The total payments in 1923 on account of ac¬ 
cidental injuries were $803,081, including $262,965 for medical 
attention, hospital care, etc. 

Death Benefits 

A sum of $343,040 was paid in sickness death benefits 
during 1923 to the dependent relatives of 241 employees 
who at their death had been in service for five years or more. 
Burial and other expenses paid for 83 employees who left no 
dependents amounted to $21,030, making total payments 
of $364,070 on account of deaths resulting from sickness. 

Summary 

The total amount of payments from the Employees’ 
Benefit Fund during 1923 was $4,692,520. 

As in previous years, financial assistance has been given 
in some cases of disability which did not come wholly within 
the provisions of the Employees’ Benefit Plan. 
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Employees’ Stock Plan 

The Employees’ Stock Plan of your Company, which 
was made effective on May 1, 1921, and which offers to all 
employees who have been in the service of the Bell System 
for six months or more a continuous opportunity to subscribe 
for new shares of capital stock of this Company on an install¬ 
ment basis, was continued in operation during the year without 
change. Subscriptions for more than 190,000 shares were 
received under the Plan during 1923 at a price of $115 per 
share, and interest at the rate of 7 per cent per annum com¬ 
pounded quarterly was allowed on all installments paid 
thereon. On February 1, 1924, the price was increased to 
$118 per share. Nearly 100,000 employees of Bell System 
companies are now paying for approximately 400,000 shares 
of stock on the installment basis of $3.00 per share per month. 
Some of these employees are already stockholders of record 
and many others will become such when the subscriptions 
which they have made are paid in full. 

The Employees’ Stock Plan was adopted primarily to 
stimulate systematic and continued savings by employees 
out of their weekly or monthly earnings; also to encourage 
them to become stockholders in the business in which they are 
employed and of which they have knowledge. The results 
under the Plan for the two and one-half years during which 
it has been in effect have justified the adoption of a plan of 
this character, with such modifications from time to time as 
experience indicates are proper and for the best interests 
of all concerned. 

In addition to the investment by Bell System employees 
in stock of this Company there is a considerable investment 
by them in the preferred or common stocks of the Associ¬ 
ated Companies. The aggregate investment by employees 
in stock of Bell System companies, including both shares 
fully paid and installment payments on shares partially 
paid, is upwards of $60,000,000. This record speaks well for 
the widespread tendency toward saving and thrift among 
the employees. 

Western Electric Company, Incorporated 

The functions of manufacturing, purchasing and supplying 
apparatus and materials for the Bell System have been for 
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many years conducted through the Western Electric Company, 
over 98 per cent of whose voting stock is owned by the Amer¬ 
ican Telephone and Telegraph Company. The effect of this 
arrangement as compared with separate buying by the various 
Bell companies is to provide standardized equipment with 
protection on quality, prices, continuity of supply and patents. 
The Bell companies are not obligated to purchase their 
supplies through the Western Electric Company but it is 
obviously to their advantage to do so since they thereby 
get the benefits of quantity production and combined buying. 

The total sales billed by the Western Electric Company 
in 1923 were $255,000,000, as compared with $210,900,000 
in the previous year. Of the 1923 sales, $186,000,000 were 
to the Bell companies, an increase of 17 per cent over 1922 
and 6 per cent over the expected requirements for 1923 as 
estimated at the beginning of the year. 

The prices of telephone equipment, w r hich were sub¬ 
stantially reduced in 1921 and 1922, remained practically 
constant at the lower level during 1923. They now average 
about 50 per cent above the pre-war level although the raw 
materials and shop w r ages entering into such equipment are 
about double the pre-war level. This relatively low price 
level of finished equipment as compared with material and 
labor costs has been possible by reason of greater quantity 
production and by continuous improvement in design and 
shop methods. 

In addition to its work for the Bell companies, the Western 
Electric Company conducts through separate departments a 
merchandising business in electrical supplies of all kinds and 
a foreign business. 

The very large construction programme of the Bell com¬ 
panies during 1923 and the consequent requirements for un¬ 
precedented quantities of telephone equipment and supplies, 
made the year an extremely active one in the Western Electric 
Company. Overtime and night work were resorted to in the 
Hawthorne factory, additional machinery was purchased, 
outside space was rented and other manufacturers w r ere given 
orders for parts and finished apparatus. The total number of 
employees w r as increased during the year from 51,000 to 
64,000. 
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The prospect of immediate and continuing heavy require¬ 
ments has made necessary the establishment of auxiliary 
factories in Chicago, Jersey City and Newark, pending the 
completion of the new factories at Kearny, N. J., which are 
now in process of construction. It is expected that the lead- 
covered cable factory there will be in operation by the end of 
1924 and the telephone apparatus factory by the end of 
1925. 


Bell System Statistics and Financial Statements 

The statistics and statements following, to and including 
page 34, are the combined statistics and statements of the 
26 Bell telephone companies comprised in the System, i.e., 
the American Telephone and Telegraph Company and its 25 
associated operating companies. The map on page 4 shows 
the names of these Associated Companies and the territory 
served by each company. 

There are in the United States approximately 10,000 
telephone companies, of which 9,169 companies connect for 
the interchange of toll traffic with the Bell System. There 
are also a large number of rural lines operated mainly on a 
mutual or cooperative basis and not rated as companies. Of 
this group over 27,000 connect with the Bell System. 

The development of the Bell System on December 31,1923, 
and its growth during the year, are shown in the following 
tables: 


TELEPHONE STATIONS 


Bell-Owned.... 
Bell-Connecting 


Number at 
end of Year 

10,406,155 

4,593,946 


Increase 
during Year 

891,342 

58,194 


Total 


15,000,101 949,536 


There is now' one telephone station, Bell-owned or Bell¬ 
connecting, to each 7 of the total population in the United 
States, as compared with one station to each 12 of the popula¬ 
tion ten years ago, and one to each 90 of the population 
in 1900. 
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TELEPHONE CONNECTIONS—BELL-OWNED EXCHANGES 

Average Num- Average Num¬ 
ber Daily ber Daily Increase 

during 1922 during 1923 


Exchange Connections. 36,831,000 41,109,000 4,278,000 

Toll Connections. 1,523,000 1,683,000 160,000 

Total. 38,354,000 42,792,000 4,438,000 


MILES OF WIRE AT END OF YEAR—BELL-OWNED 

Increase 

Aerial Underground Total during Year 


Exchange. 8,877,626 21,076,960 29,95-1,586 3,547,301 

Toll. 2,875,355 1,693,901 4,569,256 360,019 

Total. 11,752,981 22,770,861 34,523,842 3,907,320 


On December 31, 1923, about 66 per cent of the total 
mileage was in underground cable and more than 22 per cent 
in aerial cable, with less than 12 per cent in open wire. The 
percentage of the total wire mileage which is in cable steadily 
increases from year to year, thus adding to the stability of 
the plant through the lessening liability to storm damage. 


NET PLANT ADDITIONS IN 1923— BELL-OWNED 


Real Estate. $ 26,921,813 

Equipment. 118,320,102 

Exchange Lines. 60,538,040 

Toll Lines. 21,371,704 

Construction Work in Progress. 22,576,364 


Total. $249,728,023 


The net plant additions for each of the past twenty years 
are shown below: 


NET PLANT ADDITIONS—BELL-OWNED 


1904... 

. $33,436,700 

1914. 

$ 50,045,300 

1905.... 

. 50,780,900 

1915. 

32,863,700 

1906.... 

. 79,366,900 

1916. 

66,224,700 

1907. . 

. 52,921,400 

1917. 

118,599,500 

1908... 

. 26,637,200 

1918. 

77,922,600 

1909.. 

. 28,700,100 

1919. 

73,446,000 

1910.. 

53,582,800 

1920 

147,882,100 

1911. 

55,660,700 

1921. 

180,039,200 

1912 

75,626,900 

1922. 

185,354,000 

1913 . 

. 54,871,900 

1923. 

249,728,000 


Total for twenty year 

period.. $1,693,690,600 
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The year 1923 records the largest growth in plant in the 
history of the Bell System, the net additions for the year 
exceeding those of 1922 by $64,000,000. 


TELEPHONE EMPLOYEES 


Number on December 31, 1922 
Number on December 31, 1923 


243,053 

271,987 


The increase of approximately 29,000 employees during the 
year is comprised almost entirely of additions to the plant 
and traffic forces to construct, operate and maintain the addi¬ 
tional plant and equipment required for the business and 
to meet the increased demand for service. 


BELL SYSTEM EARNINGS AND EXPENSES 

The income statement on tne opposite page, from which 
all inter-company duplications have been excluded, repre¬ 
sents the business of the Bell System as a whole in its rela¬ 
tion to the public. It consolidates the accounts of the 
American Telephone and Telegraph Company and the 25 
Associated Companies, but does not include data for con¬ 
necting companies or for such companies as The Bell Tele¬ 
phone Company of Canada and the Western Electric 
Company, except as interest and dividends from these com¬ 
panies are included in non-operating revenues. 

With the growth of the business there has been a sub¬ 
stantial increase in both exchange and toll revenues over 
the previous year. 

Following the long-established policy of the System, not 
only have the plant and equipment been maintained currently 
at a high standard of operating efficiency, but proper charges 
for the expense of depreciation have been made against current 
earnings to provide for the cost of property which is being 
used up in furnishing telephone service. The total charges 
against current earnings for these two purposes during the 
year amounted to more than $178,600,000. The charges for 
current maintenance, $91,100,000, and for depreciation, $87,- 
500,000, were respectively 5.2 per cent and 5.0 per cent of 
the cost of the average plant in service during the year. 
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BELL SYSTEM INCOME STATEMENT 


FOR YEARS ENDING DECEMBER 31, 1922 AND 1923 


(duplications excluded) 

1922 1923 


Exchange Revenues— 

Toll Revenues. 

Miscellaneous Revenues 


$374,718,580 $412,009,420 
163,097,837 178,427,051 
9,012,656 11,153,311 


Total Operating Revenues.$546,829,073 $601,589,788 


Depreciation. 

Current Maintenance. 

Traffic Expenses. 

Commercial Expenses. 

General and Miscellaneous Expenses 


$ 80,081,280 $ 87,484,693 
79,817,856 91,154,988 

152,948,539 170,993,441 

49,650,397 53,406,861 

25,853,826 26,036,076 


Total Operating Expenses 

Net Operating Revenues. 

Uncollectible Revenues. 

Taxes. 


$388,351,898 $429,076,059 


$158,477,175 $172,513,729 


$ 3,081,821 $ 3,436,422 
41,215,441 45,648,727 


Operating Income 
Non-Operating Revenues—Net 


$114,179,913 $123,428,580 
17,209,311 21,526,309 


Total Gross Income 


$131,389,224 $144,954,889 


Rent and Miscellaneous Deductions 
Interest Deductions 

Total Deductions. 


$ 6,897,106 $ 7,578,970 
37,869,366 37,751,447 


$ 44,766,472 $ 45,330,417 


Net Income. . 
Deduct Dividends 


$ 86,622,752 $ 99,624,472 
60,305,204 72,428,617 


Ba l ance . $ 26,317,548 $ 27,195,855 

The item of traffic expense, about 85 per cent of which 
is wages, reflects through its increase over 1922 the increase 
in the size of the business and in the number of calls handled 
during the year. 

Federal, state and local taxes properly chargeable against 
the year’s operations amounted to $45,648,000, an increase of 
$4,433,000 over 1922. Taxes now comprise a charge of 
$4.60 per station. Adequate provision has been made for 
taxes chargeable against the earnings for 1923 which are not 
payable until 1924. 
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Interest charges, including amortization of debt discount, 
amounted to $37,751,000, a reduction of $118,000 from the 
1922 figures. 

Dividends paid to more than 390,000 holders of the common 
and preferred stock of Bell System companies amounted to 
$72,428,000, an increase over 1922 of $12,123,000. This 
increase is due to the increased average amount of stock 
outstanding during the year, principally stock of the American 
Telephone and Telegraph Company issued in accordance 
with the offer to shareholders on August 24, 1922, stock 
issued in conversion of bonds and notes, and stock issued 
to employees under the Employees’ Stock Plan. There has 
also been some increase in common and preferred stocks of 
Associated Companies. 

After meeting all expenses and paying a return on the 
capital used in the business, there remains as a balance, earnings 
of $27,196,000. Of these earnings approximately $2,565,000 
were appropriated to provide for possible refunds of charges 
for service in the event of adverse decisions in rate investiga¬ 
tions now pending before courts or commissions. Surplus 
earnings for the year have been invested in the telephone 
business and to that extent it was unnecessary to obtain 
new capital from the public. 

BELL SYSTEM BALANCE SHEETS 

All intangible assets carried on the books of the separate 
companies have been excluded from these balance sheets, the 
reduction in the total assets being offset by a corresponding 
reduction in the “Surplus and Reserves” item. 

The increased investment in plant and other permanent 
assets during the year amounts to approximately $262,000,000, 
including about $14,000,000 expended for the purchase of 
the property of the Kinloch Telephone System operating in 
Missouri and Illinois and of the Citizens Telephone Company 
of Grand Rapids, Michigan. At the end of the year cash and 
temporary cash investments amounted to about $124,000,000. 

Capital stock, bonds and notes payable of the Bell System 
outstanding in the hands of the public at the close of the year 
1923 amounted to $1,644,443,000, a net increase of approxi¬ 
mately $160,977,000 during the year. 
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BELL SYSTEM BALANCE SHEETS, 1922 AND 
(duplications excluded) 


ASSETS: Dec. 31, 1922 

Telephone Plant. $1,729,219,520 

Supplies, Tools, etc. 50,744,200 

Stocks and Bonds. 146,834,400 

Receivables. 87,681,728 

Temporary Cash Investments. 100,539,281 

Cash. 47,503,842 


Total. $2,162,522,971 

liabilities: 

Capital Stock (Including Installments) 

Common 

American Tel. & Tel. Co. $ 715,083,854 

Associated Companies. 61,535,743 

Preferred 

Associated Companies. 60,387,747 


Total Capital Stock. $ 837,007,344 

Funded Debt 
Mortgage Bonds 

Associated Companies. $ 360,072,390 

Collateral Trust Bonds 

American Tel. & Tel. Co. 162,750,500 

Convertible Bonds and Notes 

American Tel. & Tel. Co. 23,851,300 

Associated Companies. 25,180,100 

Debentures and Notes 

American Tel. & Tel. Co. 40,000,000 

Associated Companies. 34,178,875* 


Total Funded Debt. $ 646,033,165 

Bills Payable 

Associated Companies. 426,164 


Total Capital Liabilities. $1,483,466,673 

Accounts Payable. 38,116,351 

Accrued Liabilities Not Due. 58,702,050 

Employees’Benefit Funds. 18,655,184 

Surplus and Reserves. 563,582,713 


Total. $2,162,522,97 1 


* Practically all now secured by mortgages. 


1923 


Dec. 31, 1923 

$1,978,947,543 

59,761,345 

150.059,850 

87,000,576 

65,961,698 

58,317,313 


$2,400,048,325 


$ 753,501,507 
63,094,513 

74,938,547 


$ 891,534,567 


$ 409,025,259 

161,925,500 

17,407,600 

222,000 

130,443,400 

33,636,775* 


$ 752,660,534 


248,294 


$1,644,443,395 

50,890,971 

62,307,904 

20,552,875 

021,853,180 


$2.400,048,325 
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The principal items of financing (excluding inter-company 
transactions) during the year were: 

(a) The sale by The Bell Telephone Company of 
Pennsylvania of $35,000,000 Twenty-Five-Year First 
and Refunding Mortgage 5 Per Cent Gold Bonds, 
Series B, dated January 1, 1923. The proceeds of 
these bonds were used in part to retire on April 1, 
1923, approximately $24,000,000 of Twenty-Five- 
Year First and Refunding Mortgage 7 Per Cent 
Sinking Fund Gold Bonds, Series A. 

( b ) The retirement by the Southwestern Bell 
Telephone Company of its Five-Year 7 Per Cent 
Convertible Gold Notes due in 1925, which were 
called for payment on April 1, 1923, and of which 
$24,782,100 were outstanding on December 31, 1922. 

(c) The sale by the Illinois Bell Telephone 
Company of $50,000,000 First and Refunding Mort¬ 
gage 5 Per Cent Gold Bonds, Series A, dated June 1, 
1923, and the payment of approximately $19,000,000 
First Mortgage Fifteen-Year 5 Per Cent Gold Bonds 
which became due on December 1, 1923. 

(d) The sale by the American Telephone and 
Telegraph Company of $100,000,000 Twenty-Year 
Sinking Fund h x /i Per Cent Gold Debenture Bonds 
dated November 1, 1923. 

(e) The offer at par by The Bell Telephone 
Company of Pennsylvania of $20,000,000 of 6^> per 
cent preferred stock. This stock has been sub¬ 
scribed for and payment will be received in 1924. 

Increases in the reserves for Employees’ Benefit Funds 
were made during the year by several companies in order to 
bring these reserves more nearly into proper relationship to 
obligations under the Plan for Employees’ Pensions, Dis¬ 
ability Benefits and Death Benefits. These increases aggre¬ 
gate for the System about $1,898,000. 

The combined surplus and reserves of the Bell System 
after all intangible assets have been excluded, amounted to 
$621,853,000 on December 31, 1923, an increase of $58,270,000 
over the corresponding figures for December 31, 1922. 
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Financial Statements of the 
American Telephone and Telegraph Company 

EARNINGS 

A comparative statement of the earnings and expenses of 
the American Telephone and Telegraph Company for the 
years 1922 and 1923 is shown at the end of this report. A 
comparative table of net income, dividends, and balance for 
surplus and contingencies since 1900 is also shown. 

The financial and statistical statements of the Bell System 
are shown on page 28 and subsequent pages. 

The Earnings of the American Telephone and Telegraph 
Company, include, in addition to the earnings of the long¬ 
distance lines, dividends on the Company’s investment in 
stocks of its Associated Companies, interest on bonds and 
notes of and advances to Associated Companies, interest and 
dividends from investments in other companies, earnings 
under its contracts with Associated Companies for the furnish¬ 
ing of instruments and general services, and miscellaneous 
other revenues. 

The disbursements under the head of Expenses include 
the expenses incurred in operating the long-distance lines, 
and in conducting the general service organization whereby 
instruments and services are furnished Associated Companies 
under contract. The disbursements of Interest and Divi¬ 
dends represent the charges on the securities issued by this 
Company mainly to finance the Associated Companies, in¬ 
cluding the long-distance lines. 

The Company, in 1923, after meeting all operating charges 
and making adequate provision for depreciation and obso¬ 
lescence, and for federal and all other taxes chargeable against 
1923 earnings, had available for interest and dividends 
$95,389,918.03. Interest charges were $13,697,736.66, a reduc¬ 
tion of $1,800,275.22 from 1922. Dividends paid to stock¬ 
holders at the rate of $9.00 per share per year, amounted to 
$63,274,388.10, an increase of $10,303,136.17 over 1922. Of 
the resulting balance, there was appropriated for contingencies 
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$3,000,000, and the remainder, $15,417,793.27, was carried 
to Surplus. 

The Company and its predecessor have paid dividends to 
the public at the rate of at least $7.50 per share for each year 
for the past forty-two years; for approximately fifteen years, 
ending with the first quarter of 1921, the rate was uniformly 
$8.00 per share; and beginning with the second quarter of 
1921, the dividend rate was established at $9.00 per share 
per year. 


BALANCE SHEET 

A comparative balance sheet of the American Telephone 
and Telegraph Company for December 31, 1922, and Decem¬ 
ber 31, 1923, is given at the end of this report. During the 
year investments in stocks of Associated Companies increased 
$93,934,573.38. This increased stock investment represents 
the acquisition of stock, by way of permanent investment, 
either direct or to replace notes of the Associated Companies 
theretofore held. Investment in bonds and notes of and 
net advances to Associated Companies shows a net increase 
of $62,476,191.04, resulting in a balance of $178,147,274.02 at 
December 31, 1923, which is made up almost entirely of 
outstanding advances by this Company to the Associated 
Companies for the extension of their telephone properties. 

Investment in stocks, bonds, notes of and advances to 
other companies consists of such items as investments in the 
Western Electric Company; The Bell Telephone Company 
of Canada; the Cuban American Telephone and Telegraph 
Company which owns and maintains the telephone cables 
connecting at Key West with the Bell System and at Havana 
with the Cuban Telephone Company; and the Bell Telephone 
Securities Company. Early in the year, as stated on page 19 
of last year’s report, the investment, consisting of preferred 
stock, in the Radio Corporation of America, was sold. 

The Long Lines Plant increased $16,914,060.37, represent¬ 
ing additions made during the year to the plant of this Com¬ 
pany to care for the growth of its long-distance telephone 
business. ' 

The investment in Telephones, comprising telephone 
receivers, transmitters and related apparatus, which are fur- 
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nished by this Company for the use of the Associated Com¬ 
panies, increased $3,609,081.93 during the year. 

The Company’s investment in real estate, amounting to 
$12,096,745.41, consists of a building in Indianapolis and real 
estate in New York City, the latter constituting in part the 
property used for office headquarters. 

Temporary Cash Investments of $62,218,588.55 consist of 
special bank deposits, bank acceptances and United States 
Government short-term obligations. With cash of $25,217,- 
740.10, the total of cash and these cash equivalents amounted 
to $87,436,328.65 at the end of the year. 

During the year the outstanding capital stock increased 
$36,171,800. Of this, $19,283,800 was issued for cash at 
par, upon completion of installment payments, in accordance 
with the terms of the offer of August 24,1922 to stockholders of 
record at September 8, 1922; $10,459,800 was issued to em¬ 
ployees upon completion of installment payments at a premium 
of $217,395 over par; and $6,428,200 was issued in exchange 
for convertible bonds at a premium of $662,276 over par. 
The item of Capital Stock Installments, amounting to $17,- 
982,306.96, represents installment payments received from 
employees on capital stock of this Company subscribed for 
under the Employees’ Stock Plan dated May 1, 1921. 

For the $735,519,200 par value of capital stock $776,- 
955,945.64 has been paid into the treasury of the Company; 
the $41,436,745.64 in excess of par value represents premiums 
on stock which are included as part of the Company’s surplus. 

The 5 per cent collateral trust bonds maturing in 1946 
were reduced during the year in the amount of $804,000 by 
retirements through the sinking fund. 

The new item of 53^ per cent debenture bonds, amounting 
to $100,000,000, is commented upon on page 10 of this report. 

$1,991,100 of the convertible 43/£ per cent gold bonds of 
1933 were converted into stock during the year at the ratio of 
$120 of bonds, or $100 of bonds and $20 of cash, for one share 
of stock. There remained outstanding at the end of the year 
$5,200,700 of these bonds out of a total of $67,000,000 issued 
in 1913. 

$4,452,600 of the seven-year 6 per cent convertible gold 
bonds maturing August 1, 1925, were converted into stock 
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during the year on the basis of $100 of bonds and $6 
of cash for one share of stock. Of these bonds, there 
remained outstanding as of December 31, 1923, a total of 
$9,617,900. 

During the year $9,531,600 of the 6 per cent five-year 
gold notes of February 1, 1924 maturity, which were out¬ 
standing at the beginning of the year in the amount of $40,- 
000,000, were purchased and retired, leaving outstanding at 
the end of the year notes of this issue of a face value of $30,- 
468,400. Upon retirement of the remainder of these 6 per 
cent notes on February 1, 1924, out of the proceeds of the 
b x /2 per cent twenty-year debenture bonds recently issued, 
the funded debt of the Company will aggregate ap¬ 
proximately $279,000,000, or less than 28 per cent of total 
capital liabilities, and will have decreased by $38,000,000 
from the amount outstanding at the end of 1920. 

All discount and expense connected with outstanding bond 
and note issues have been charged off to Surplus. 

The Reserve for Employees’ Benefit Fund was increased 
at the close of the year by appropriating from Surplus the 
sum of $1,(XX),000. 

DISTRIBUTION OF CAPITAL STOCK 

The number of stockholders of record on December 31, 
1923, was 281,149, an increase of 32,224 during the year. In 
the accompanying chart there is shown the growth in number 
of stockholders since 1900. It will be noted that in the short 
space of three years the number has more than doubled, there 
being 139,448 at the close of 1920 and 281,149 at December 31, 
1923. 

The distribution of the stock continues to be general, as 
shown by the following: 

267,630 held less than 100 shares each; 

13,156 held from 100 to 1,000 shares each; 

338 held from 1,000 to 5,000 shares each; 

15 held 5,000 shares or more each (omitting brokers, 
holders in investment trusts, etc.) 

Of the holders of less than 100 shares each, 

95,258 held 5 shares or less each; 

225,719 held 25 shares or less each. 
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There are more women stockholders than men. 

At the end of 1923, about 8 per cent of the stock was held 
by trustees and less than 3J^ per cent was in the names of 
brokers. About 1 per cent of the stock was held in Europe. 

Of the 281,149 stockholders of record about one-sixth 
are employees of the Bell System. In addition, nearly 
100,000 employees of Bell System companies and their sub- 



under the Employees’ Stock Plan dated May 1, 1921. In¬ 
cluded in this number are some who are already stockholders of 
record; the remainder will become such upon completion of 
the installment payments on shares for which they have 
subscribed. 

Of all American corporations your company is first in the 
number of holders of its stock, and none has its shares more 
widely distributed. These stockholders, with the exception 
of the few holders in foreign countries, constitute a representa¬ 
tive cross-section of American citizenship. They are men 
and women from all walks of life—users of the telephone who 
with their savings and resources have purchased an interest 
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in the business. In the truest sense the Company is owned by 
those it serves. 

The average number of shares held per stockholder in 1900 
was 76; today it is 26, or an average holding of $2,600 at par. 

The funds supplied by these 281,149 stockholders as 
well as those supplied by investors who have acquired other 
securities of Bell System companies, have been used for the 
building and extension of telephone plants in every section 
of the United States. 

In an industrial organization there must be cooperation, 
not only among the departments which jointly carry on the 
business of the organization, but also in each department 
among those who supervise and those who are supervised. 
It must extend not only horizontally but also vertically 
through the organization. The completeness of that co¬ 
operation measures the economy and efficiency with which the 
organization functions. We believe that at no time during 
recent years has the spirit of cooperation, throughout the 
Bell Telephone System, been more satisfactory than now. 
In some sections it has been greatly strengthened during the 
past year. 

Without abatement of any part of the loyalty which 
telephone workers feel and show to the particular corporate 
organization to which they belong, there is shown a very 
gratifying spirit of allegiance to the Bell System organization 
as a nation-wide System and interest and pride in its accom¬ 
plishments. To these sentiments and to the feeling of in¬ 
dividual responsibility for rendering service in the manner 
most acceptable to the public, we attribute an important 
part of the Company’s success. 

For the Directors, 

H. B. THAYER, 

President. 







American Telephone and Telegraph Company 

Statement of Earnings and Expenses 
for the Years 1922 and 1923 


Earnings: 

Dividends . 

Interest . 

Telephone Operating Revenues . 

Miscellaneous Revenues. 

Total . 

Expenses (Including provision for de¬ 
preciation and all taxes) . 

Net Earnings .'_ 

Deduct Interest . 

Net Income . 

Deduct Dividends . 

Balance . 

Carried to Reserve for Contingencies. . . 

Carried to Surplus . 

Total . 


1922 1923 

$ 44,972,928.91 $ 54,078,663.11 
12,281,954.46 12,998,157.47 

65,324,889.89 71,840,735.27 

_227,946.41 373,405.65 

$122,807,719.67 $139,290,961.50 

41,139,2 79.67 43,901,043.47 

$ 81,668,440.00 $ 95,389,918.03 
15,498,011.88 13,697,736.66 

$ 66,170,428.12 $ 81,692,181.37 
52,971,2 51.93 63,274,388.10 

$ 13,199,176.19 $ 18,417,793.27 

$ 5,000,000.00 $ 3,000,000.00 
8,19 9,176.19 15,417,793.27 

$ 13,199,176.19 $ 18,417,793.27 

C. A. HEISS, Comptroller. 


Year 

1900 

1901 

1902 

1903 

1904 

1905 

1906 

1907 

1908 

1909 

1910 

1911 

1912 

1913 

1914 

1915 

1916 

1917 

1918 

1919 

1920. 

1921. 

1922 

1923 


Net Income and Dividends 


Net 

Income 

$ 5,486,058 
7,398,286 
7,835,272 
10,564,665 
11,275,702 
13,034,038 
12,970,937 
16,269,388 
18,121,707 
23,095,389 
26,855,893 
27,733,265 
32,062,945 
32,920,090 
32,334,814 
34,618,638 
38,013,277 
38,471,106 
43,901,322 
44,395,791 
51,821,216 
54,002,704 
66,170,428 
81,692,181 
C. 


$ 


Dividends 

Paid 

4,078,601 

5,050,024 

6,584,404 

8,619,151 

9,799,118 

9,866,355 

10,195,233 

10,943,644 

12,459,156 

17,036,276 

20,776,822 

22,169,450 

26,015,588 

27,454,037 

27,572,675 

29,100,591 

31,122,187 

32,481,614 

35,229,699 

35,356,334 

35,376,793 

42,674,403 

52,971,252 

63,274,388 


Balance for 
.Surplus and 
Contingencies 

$ 1,407,457 
2,348,262 
1,250,868 
1,945,514 
1,476,584 
3,167,683 
2,775,704 
5,325,744 
5,662,551 
6,059,113 
6,079,071 
5,563,815 
6,047,357 
5,466,053 
4,762,139 
5,518,047 
6,891,090 
5,989,492 
8,671,623 
9,039,457 
16,444,423 
11,328,301 
13,199,176 
18,417,793 


zllll » uw ±o,*tn,« 

A. HEISS, Comptroller. 
































































42 


American Telephone and Telegraph Company 

Balance Sheet, December 31, 1922 and 1923 


ASSETS 

December 31, 1922 

Stocks of Associated Companies... $ 662,529,358.73 

Bonds and Notes of and Net Ad¬ 


vances to Associated Companies. 115,671,082.98 

Stocks, Bonds and Notes of and 

Advances to Other Companies... 105,427,223.85 

Long Lines Plant and Equipment.. 108,757,168.05 

Telephones. 29,666,203.92 

Real Estate. 11,665,548.99 

Office Furniture and Fixtures. 703,935.60 

Accounts Receivable. 9,831,006.15 

Temporary Cash Investments. 93,162,766.73 

Cash. 26,517,547.38 


$1,163,931,842.38 


December 31, 1923 
$ 756,463,932.11 

178,147,274.02 

102,211,723.47 

125,671,228.42 

33,275,285.85 

12,096,745.41 

956,088.11 

10,443,626.03 

62,218,588.55 

25,217,740.10 

$1,306,702,232.07 


LIABILITIES 


Capital Stock: 

Capital Stock. $ 699,347,400.00 

Capital Stock Installments. 15,736,454.22 

Total Capital Stock. $ 715,083,854.22 


Funded Debt: 

4% Collateral Trust Bonds, 1929 $ 78,000,000.00 

5% Collateral Trust Bonds, 1946 74,783,500.00 

5% Western T. and T. Co. 

Bonds, 1932 . 9,970,000.00 

5J / 2% Debenture Bonds, 1943... 0 

4% Convertible Bonds, 1936.... 2,589,000.00 

4 V 2 % Convertible Bonds, 1933... 7,191,800.00 

6% Convertible Bonds, 1925.... 14,070,500.00 

6% 5-year Gold Notes, 1924 . 40,000,000.00 

Total Funded Debt. $ 226,604,800.00 

Total Capital Liabilities. $ 941,688,654.22 

Dividend Payable January 15th... $ 15,719,753.25 

Accounts Payable. 6,465,453.16 

Interest andTaxes Accrued,N ot Due 7,630,585.97 

Reserve for Employees’ Benefit F und 5,000,000.00 

Reserve for Depreciation and Con¬ 
tingencies. 68,514,833.29 

Surplus (Including Capital Stock 

Premiums). 118,912,562.49 

$1,163,931,842.38 


$ 735,519,200.00 
17,982,306.96 
$ 753,501,506.96 

$ 78,000,000.00 

73,979,500.00 

9,970,000.00 
100,000,000.00 
2,589,000.00 
5,200,700.00 
9,617,900.00 
30,468,400.00 
$ 309,825,500.00 
$1,063,327,006.96 
$ 16,539,124.50 

7,754,816.30 
8,168,929.43 
6 , 000 , 000.00 

75,985,328.99 

128,927,025.89 

$1,306,702,232.07 


C. A. HEISS, Comptroller. 
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T. EDWARD ROSS 
ADAM A. ROSS 
ROBERT H. MONTGOMERY 
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NEW YORK 
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KANSAS CITY 
ST. LOUIS 
DALLAS 

NEW ORLEANS 
LONDON. ENGLAND 
PARIS. FRANCE 


February 2, 1924 • 


We have audited the accounts of the 

AMERICAN TELEPHONE AND TELEGRAPH COMPANY 

for the year ended December 31, 1923 and have reviewed 
reports for that year rendered to the company by the asso¬ 
ciated and directly controlled companies. 

We certify that the balance sheet and income statement 
as published herewith are in accordance with the books, and, 
in our opinion, set forth correctly the financial position of the 
American Telephone and Telegraph Company as at December 
31, 1923 and the results of its operations for the year 1923. 

Lybrand, Ross Bros. & Montgomery. 
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Chronology 

1875 First words transmitted by telephone. 

1876 First complete sentence transmitted by telephone. 

First conversation by overhead line, 2 miles—Boston to Cambridge. 

1880 30,872 Bell telephone stations in the United States. 

Conversation by overhead line, 45 miles—Boston to Providence. 

1881 Conversation by underground cable, mile. 

1884 Conversation by overhead line (hard-drawn copper), 235 miles—Boston to New 
York. 

1890 211,503 Bell telephone stations. 

1892 Conversation by overhead line, 900 miles—New York to Chicago. 

1900 676,733 Bell telephone stations owned and connected. 

1902 First conversation by long-distance underground cable, 10 miles—New York to 
Newark. 

1906 Conversation by underground cable, 90 miles—New York to Philadelphia. 

1910 5,142,692 telephone stations in Bell System. 

1911 Conversation by overhead line, 2,100 miles—New York to Denver. 

1913 Conversation by overhead line, 2,600 miles—New York to Salt Lake City. 
Conversation by underground cable, 455 miles—Boston to Washington. 

1915 First conversation by transcontinental line, 3,650 miles—Boston to San 
Francisco. 

Speech transmitted for the first time by radio telephone from Arlington, Va., 
across the continent to San Francisco, over the Pacific to the Hawaiian Islands, 
and across the Atlantic to Paris. 

1920 11,795,747 telephone stations in Bell System. 

1921 Conversation by deep sea cable, 115 miles—Key West, Fla., to Havana, Cuba. 
First conversation between Havana, Cuba, and Catalina Island by submarine 
cable, overhead and underground lines and radio telephone—distance 5,500 miles. 
Extension of Boston-Philadelphia cable to Pittsburgh—total distance 621 miles. 
President Harding’s inaugural address delivered by loud speaker to more than 
100,000 people. 

Armistice Day exercises at burial of unknown soldier delivered by means of 
Bell loud speaker and long lines to more than 150,000 people in Arlington, Va., 
New York and San Francisco. 

1922 Ship-to-shore conversation by wire and wireless between Bell telephones in 
homes and offices and the S. S. America 400 miles at sea in the Atlantic. 

1923 Successful demonstration of trans-oceanic radio telephony from a Bell telephone 
station in New York City to a group of scientists and journalists in New South- 
gate, England. 

First broadcasting of a presidential message to Congress, December 6. 

1924 Pictures 6ent by telephone circuit from Cleveland to New York and from New 
York to Chicago. 

Nation-wide mobilization of communication by wire and wdreless for the United 
States Army on Defense Test Day. 

1925 15,906,550 telephone stations in Bell System. 





